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Fiscal 1977 was the eighth consecutive year of increased earnings and 
revenues for Banner Industries, Inc., a diversified organization with three 
principal areas of interest: Motor Freight, Products for Industry and the 
Aviation Aftermarket. Photographs on the cover of this year’s annual report 
illustrate fiscal 1977 activities and significant 
developments of the year. 

On January 3,1977, Lovelace Truck Service, Inc. 
was merged with Commercial Motor Freight, Inc., and 
Commercial Lovelace Motor Freight, Inc., with a fleet of 
3260 tractors, trucks and trailers and 35 terminals, 
began showing its new corporate logo on the highways 
of eight states. 

The Products for Industry Group had an outstanding 
year in fiscal 1977 with excellent gains in revenues and earnings. Dubie- 
Clark’s Patterson pumps, such as the ones shown in this Missouri pump 
station (photo 3), made major contributions to the gains. Other important 
products of the group include Skinner intensive mixers, represented here 
by a mixer rotor (photo 5), and Skinner turbines, represented by a turbine 
blade (photo 6), and the locomotives of Plymouth Locomotive Works 
(photo 7). Plymouth Locomotive Works also produces heavy duty industrial 
lift trucks and extruders. 

A growing part of the Products for Industry Group’s business is in 
energy-related products. One of the newest is a line of stainless steel and 
high nickel alloy steel fasteners specially designed for nuclear power plant 
installations. Photo 4 shows an optical comparator being used to examine 
the thread configuration of a “nuclear” bolt. The mining locomotive shown, 
an electric-hydrostatic drive eight-ton model, is a new product in the 
energy field. Battery operated, and minus the traction gear and complicated 
circuitry of conventional electric mining locomotives, it is virtually immune 
to the effects of dampness and water. 

Banner’s third group, the Aviation Aftermarket Group, also made a 
significant sales and earnings contribution during the year. The group 
supplies new and retreaded aircraft tires world-wide to major airlines — 
such as Eastern —and aircraft replacement parts and hardware. 
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Highlights 


CLEVELAND 

cSor^h fix 


1977 


1976 


Net Sales and Revenues. $122,819,872 

Income Before Taxes on Income. 7,601,513 

Net Income. 4,221,513 

Net Income Per Share and Share Equivalents- 1.04 

Dividends Per Share. .08 

Average Shares and Share Equivalents. 4,066,981 Shs. 

Stockholders' Equity. $ 26,669,868 

Per Share. 6.66 

Working Capital. 21,020,913 

Current Ratio. 1.8 to 1 

Quick Ratio. .94 to 1 

Net Income: 

As a Percentage of Sales and Revenues. 3.4% 

As a Percentage of Stockholders' Equity. 16.9% 


$97,549,309 

7,062,011 

3,842,011 

.93 

.06 

4,143,400 Shs. 
$23,286,833 
5.67 
20,624,579 
2.3 to 1 
1.14 to 1 


3.9% 

17.8% 


Income 

Millions of Dollars 


Sales and Revenues 

Millions of Dollars 


Income Per Share 

Dollars 


■ Income From Continuing Operations ■ Net Income 
Before Extraordinary Items 


■ Income From Continuing Operations ■ Net Income 
Before Extraordinary Items 
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To Our Stockholders 



The fiscal year ended June 30, 
1977 was another successful one for 
Banner Industries, the eighth 
consecutive year in which revenues 
and net income surpassed that of 
the preceding year. Two acquisitions 
were completed, and our over-all 
financial position continued strong. 
Equally significant, the diversity of 
the Company’s operations again 
successfully dealt with adverse 
influences, the most notable of which 
was the record cold of the 
1976-1977 winter. 

Net income for the year totaled 
$4,221,513, an increase of 10 per 
cent over the $3,842,011 of fiscal 
1976. On a per share basis, earnings 


Samuel J. Krasney 
Chairman of the Board 
and Chief Executive Officer 


for fiscal 1977, amounting to $1.04, 
were up 12 per cent from the 93 
cents of fiscal 1976. Fiscal 1977 
revenues were $122,819,872, an 
increase of 26 per cent from the 
$97,549,309 of the preceding year. 

Revenues and earnings in each 
quarterly period during the year also 
were at record levels. The fourth 
quarter — in which we earned 
$1,564,351 or 39 cents per share 
on revenues of $37,902,766 versus 
the $1,472,560 or 36 cents on 
revenues of $27,065,494 of the 
year-ago three months — was the 
best quarter in our history, and the 
ninth consecutive quarter in which 
earnings surpassed those of the 
comparable period a year earlier. 

Fiscal 1977 Results 

Each of our three operating groups 
made substantial earnings contri¬ 
butions. The Products for Industry 
Group had an outstanding year, 
with pre-tax earnings up 18 per cent 
over those of fiscal 1976. Motor 
freight operations, which included 
a six-month contribution of Lovelace 
Truck Service, Inc., which was 
merged with Commercial Motor 
Freight January 3, 1977, also 
increased pre-tax earnings. Largely 
because of increased competition 
and reduced margins in the sale 
of aircraft hardware, the pre-tax 
earnings contribution of the Aviation 
Aftermarket Group declined six 
per cent from a year ago. Still, the 
Aviation Aftermarket Group 
accounted for 23 per cent of the 
Company’s pre-tax earnings and 
26 per cent of revenues. 

Reflecting generally good 
performances by all units, the 
Products for Industry Group 
accounted for 51 per cent of pre-tax 
earnings and 24 per cent of 
revenues. Results of the Dubie-Clark 
Company, which produces water 
and sewage pumps and metal 
fabrications, were especially 
impressive. Its revenues increased 
50 per cent and its earnings rose at 
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a significantly greater rate as it 
enjoyed strong demand for its 
products. The principal factor in the 
steady growth of Dubie-Clark in 
recent years was the fiscal 1974 
relocation of pump production 
operations from Erie, Pennsylvania 
to a plant at Toccoa, Georgia 
specially designed for 
pump manufacture. 

It is always gratifying to report that 
a major operating unit performed 
well. It is equally satisfying to note 
that smaller units made significant 
contributions. A case in point was 
the fiscal 1977 performance of the 
Products for Industry Group’s 
Technical Devices Company, 
manufacturer of electronics 
component assembly tools. 

Revenues increased 38 per cent 
and earnings gains were at an even 
greater rate as it experienced strong 
demand and the efficiencies of 
higher volume production. 

As with most industry operating in 
the northeastern part of the country, 
weather influenced our fiscal 1977 
results. The record cold and snow 
accumulations impeded numerous 


Company operations. In most 
instances, however, weather-related 
disruptions were countered by 
production rescheduling. This was 
not the case with motor freight 
operations. Heavy snow clogged the 
highways, and customer plants were 
forced to close either because 
employees were unable to get to 
work, or because of natural gas 
curtailments. Meeting service 
obligations to customers in late 
December through early February, 
a period in which there were 36 
consecutive days of below freezing 
temperatures and 18 days of sub¬ 
zero temperatures, resulted in 
additional costs which affected 
the profitability of motor 
freight operations. 

Second half motor freight earnings 
also were restricted by the significant 
expenses associated with combining 
Lovelace and Commercial Motor 
Freight as the management, traffic 
patterns, policies and procedures of 
the two organizations were being 
merged. These efforts, which we 
have targeted for an October 1 
completion, can be expected to 


enhance the operating efficiency, 
and thus the profitability, of 
Commercial Lovelace in the 
year underway. 

The fact that fiscal 1977 was 
another year of record revenues and 
earnings again serves as a positive 
reflection of the diversity of Company 
operations. These three groups 
serve an extremely varied range of 
customer categories as the directory 
on page 20 illustrates. International 
sales of products such as loco¬ 
motives, heavy duty industrial lift 
trucks, pumps, turbines and their 
spare parts and aircraft tires and 
parts, add a significant dimension 
to our market diversity. Inter¬ 
national sales totaled $16,900,000 
in fiscal 1977. 

Emphasis on replacement parts 
and expendable items reduces our 
dependency on capital goods 
spending. In fiscal 1977, Skinner 
Engine, producer of turbines and 
intensive mixers, obtained 47 per 
cent of its sales from replacement 
parts. Plymouth Locomotive Works, 
manufacturer of heavy duty lift 
trucks, industrial and mining 
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Non-Motor Freight 
Revenues 
1977 



Replacement Parts Capital Goods 

and Expendable Items 


locomotives and extruders, derived 
58 per cent of its revenues from 
replacement parts. All told, of the 
$61,203,351 in fiscal 1977 non-motor 
freight revenues, 71 per cent 
represented the sale of replacement 
parts and expendable items such 
as fasteners, aircraft tires and parts. 
Capital goods accounted for 
29 per cent. 

Energy-Related Products 

Banner, historically, has had a 
substantial interest in energy-related 
products. Plymouth locomotives are 
used extensively in mining and our 
extrusion equipment is employed in 
the manufacture of ceramic electrical 
insulators. Skinner Engine turbines 
are utilized in oil refineries and 
in electric generating plants, 
and Dubie-Clark’s Patterson pumps 
are used in mines to control water 
and in electric generating plants. 
Acimet supplies a wide variety of 
fasteners to oil and natural gas 
producers, to electric utilities and to 
power generating equipment 
manufacturers. 

A substantial portion of Acimet’s 
fiscal 1977 sales was obtained from 
a new line of stainless steel and 
high nickel alloy steel fasteners 
designed specifically for installation 
in nuclear power plant and 
equipment applications. Another new 
product line which benefited fiscal 
1977 sales and which is expected to 
be important in the years ahead is 
an electric-hydrostatic drive mining 
locomotive. Battery operated, and 
minus the traction gear and 
complicated circuitry of conventional 
electric mining locomotives, the 
Plymouth electric-hydrostatic unit is 
virtually immune to the effects of 
dampness and water which may be 
encountered in a mine. It also offers 
the prospect of less maintenance 
and down-time. Plymouth offers the 
unit in models ranging from six 
to 15-tons. In fiscal 1977, energy- 
related products represented 


34 per cent of the Products for 
Industry Group's sales. 

We believe the prospects for this 
phase of the business to be 
excellent. Many of the products we 
supply are staples in energy 
production, and we can expect to 
benefit from the increased emphasis 
on energy development. Additionally, 
we have undertaken two develop¬ 
ment programs in the energy field. 

First, we are working on a process 
to restructure coal fines — dust and 
chips normally considered waste 
products in mining — into usable 
forms. The equipment used in the 
process is an adaptation of a type 
we presently manufacture. 

While there is no assurance at 
this time that the process will be 
commercially viable, progress has 
been achieved. Laboratory-produced 
products have been manufactured 
satisfactorily, and we recently leased 
a facility in southwestern Indiana 
which we are equipping to convert 
fines on a pilot basis. The plant, 
an extension of earlier laboratory 
testing, is designed to evaluate 
the economics of large volume 
production. We also have acquired 
rights to coal fines for the plant’s 
operations. 

We have discussed the process 
with potential customers and interest 
is being demonstrated. If the process 
proves commercially viable, we plan 
to produce products and sell them 
directly to industry or through coal 
brokers. We also are investigating 
other marketing possibilities for the 
products and the process. 

The plant should be operational by 
the end of December and we expect 
to be able to determine the 
commercial viability of the process 
by the end of the fiscal year now 
underway. Costs associated with 
equipping the facility are anticipated 
to be under $1,000,000. 

Another program underway could 
revive the dormant technologies of 
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one of our operating units to produce 
new energy conversion sources. 
Skinner Engine, now a producer 
of turbines and intensive mixers, was 
established in 1868 to manufacture 
steam engines and in the following 
decades grew into one of the 
nation's leading producers of steam 
engines for marine and land use. 
Skinner is studying the utilization 
of reciprocating steam engines with 
solar energy and biomass fuel, 
the latter being virtually any material, 
including wastes, which will burn. 

Financial Position 

Fiscal 1977 saw a continuation of 
our strong financial position. Working 
capital amounted to a record 
$21,020,913, up from the previous 
high of $20,624,579 at fiscal 1976 
year-end. Current assets of 
$45,890,644 were 1.8 times current 
liabilities. Our quick ratio — cash 
and receivables to current liabilities 
— was .94 to 1.00. Stockholders’ 
equity rose to $26,669,868, equal to 
$6.66 per share. Return on stock¬ 
holders’ equity, while down from 
the 17.8 per cent of fiscal 1976, 
was a respectable 16.9 per cent. 

Banner, over the years, has 
pursued a policy of purchasing 
shares of its stock in the open 
market when conditions were 
favorable for their acquisition. In 
fiscal 1977, a total of 98,442 shares 


was acquired at prices ranging from 
$4,125 to $6.00. Largely as a result 
of this policy, we have accumulated 
a sizable number of shares held in 
treasury for corporate purposes and 
have reduced the number of shares 
outstanding. The 4,066,981 average 
shares and share equivalents 
outstanding for fiscal 1977 was two 
per cent less than in fiscal 1976 and 
12 per cent less than the peak of 
4,628,601 in fiscal 1972. 

The Outlook 

The outlook is good for continuing 
sales and earnings progress. We will 
have the full-year contribution of a 
combined Commercial Lovelace 
operation and expect a steady 
improvement in operating efficien¬ 
cies with the integration of routes 
and procedures expected to be 
completed by the second quarter. 

As was the case in fiscal 1977, the 
Aviation Aftermarket Group again 
will make significant contributions 
to revenues and earnings, and 
major emphasis will be placed on 
improving the margins of the aircraft 
parts segment. The fiscal 1977 
outlook for our Products for Industry 
Group appears excellent at this time. 
The group’s backlog as of June 30 
was a healthy $13,000,000, and 
order input to date has been 
particularly strong. 


The first quarter may be the 
weakest of the year due to vacation 
shut-downs at some operating units 
and because of costs being 
encountered to complete the 
consolidation of motor freight 
operations. We expect subsequent 
quarters to be stronger. In summary, 
we are optimistic that fiscal 1978 
will be another year of record 
revenues and earnings. 

We wish to take this opportunity 
to thank stockholders, customers 
and suppliers for their support during 
the year, and to express our gratitude 
to members of management, other 
employees and directors for their 
contributions in making the year 
ended June 30, 1977 such a 
successful one. 


Samuel J. Krasney 
Chairman of the Board 
and Chief Executive Officer 


September 27, 1977 
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Motor Freight 




Commercial Lovelace Motor Freight, Inc., a common 
carrier of general commodities, operates 35 terminals 
in its eight-state service area and specializes in less- 
than-truckload (LTL) service to some 3,300 communities. 
Lovelace Truck Service, Inc. and Commercial Motor 
Freight, Inc. were merged at the beginning of the third 
quarter. Routes, management and operating 
policies are being integrated, action expected to 
result in a significant increase in efficiency and profit 
potential in the year underway. Photos at the right, 
taken at the main 115-bay terminal in Columbus, Ohio, 
depict the sophisticated techniques employed 
to move and control freight to destinations. During 
fiscal 1977, Commercial Lovelace 
hauled 2,590,235,000 pounds of 
freight. Motor freight opera¬ 
tions accounted for 50 per 
cent of the Company’s 
revenues and 26 per cent 
of pre-tax earnings. 
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Banner Industries—1977 


On January 3, 1977, the 
acquisition of Lovelace Truck 
Service, Inc. was completed 
and the Terre Haute, Indiana, 
based common carrier of 
general commodities was 
merged with Commercial Motor 
Freight. Four months later, 
Bandenmarkt, N.V., a small 
Antwerp, Belgium, supplier of 
tires for agricultural machinery, 
became part of Banner 
Industries. 

The two are the latest in a 
long string of acquisitions. The 
Company has 13 operating 
units, 11 of which were 
acquired. Most of the acquisi¬ 
tions were made for cash, and 
Banner now has fewer shares 
of common stock outstanding 
than it did nine years ago. 

The Company conducts an 
active acquisition search 
program, seeking organizations 
and product lines which 


complement present operating 
units. In the case of manufac¬ 
turing companies, high priority 
is given to product lines which 
have a good percentage of 
replacement parts business. 
Emphasis also is placed on a 
strong management organiza¬ 
tion, a requirement which has 
had a favorable impact upon 
the Company's growth. Virtually 
every operating unit of Banner 
is directed by management 
which headed it at the time 
it was acquired. 

The Lovelace acquisition had 
a significant impact on the 
Company’s financial statements 
for fiscal 1977. Revenues 
increased $25,270,563 during 
the year, of which approxi¬ 
mately 50 per cent represented 
the six-month contribution of 
Lovelace. The remainder is 
attributable to increases on the 
part of Commercial Motor 
Freight, the Products for 
Industry Group and the Aviation 
Aftermarket Group. 

The preceding year, fiscal 
1976, Company revenues 
increased $3,995,407 from the 
fiscal 1975 level, largely 
through a 21 per cent sales 
increase on the part of the 
Aviation Aftermarket Group, 
which more than offset a six 


Dividends Per Share 
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The Company paid semi¬ 
annual dividends of four cents 
per share each during fiscal 
1977. This compares with semi¬ 
annual dividends of three 
cents per share each in fiscal 
1976. The fiscal 1977 increase 
in dividends represented the 
fourth consecutive year in which 
the payout was increased. 
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0 Banner entered the aviation field in 1969 with first-year sales 
t of $1,381,000. Fiscal 1977 volume was $31,616,000 and 
accounted for 26 per cent of the Company’s total revenues. 

' The Aviation Aftermarket Group also contributed 23 per cent 
of pre-tax earnings. The Group’s business consists of 

J world-wide supply of retreaded aircraft tires, such as that 
undergoing laser examination at one of the five Thompson 
Aircraft Tire Corporation plants, and hundreds of aircraft 
replacement parts such as those shown to the right. 
Approximately 75 per cent of commercial aircraft 
“touchdowns” are made on retreaded tires, and Thompson 

) Aircraft Tire is one of the world’s largest suppliers. 

The potential of other phases of the Group’s business 
is indicated by the fact that an estimated $300,000 in 

C spare parts a year is required to keep a commercial 
airliner in the air, and there currently are some 
5,000 such aircraft world-wide. All told, the Group 
numbers some 145 airlines among its customers. 
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Pre-Tax Earnings Millions of Dollars 


68 69 70 71 72 73 74 75 76 77 








9 > .—li ii 


m 






































per cent decline in Products 
for Industry sales. 

Again, we see an illustration 
of the importance of the 
Company’s diversity. In fiscal 
1975, sales gains on the part of 
the Products for Industry Group 
more than offset a 13 per cent 
decline in motor freight 
revenues caused by a reduced 
level of industrial activity. 

The 10 per cent increase in 
fiscal 1977 net income is 
attributable principally to an 
18 per cent increase in the pre¬ 
tax earnings of the Products for 
Industry Group and a two per 
cent increase from motor freight 
operations which more than 
offset a six per cent drop in the 
pre-tax earnings of the Aviation 
Aftermarket Group. The decline 
in the latter group’s earnings 
was the result of intense 
competition and profit margin 
erosion in the aircraft parts 
segment of the business. While 
fiscal 1977 motor freight 


earnings were up over those of 
fiscal 1976, they were penalized 
by the record cold winter and 
the costs of integrating 
Lovelace with Commercial 
Motor Freight. Motor freight 
operations had an operating 
ratio of 95.0 per cent in fiscal 
1977, higher than the 93.3 
per cent of fiscal 1976. 

The 10 per cent increase in 
fiscal 1976 earnings from those 
of 1975 was attributable to a 
19 per cent increase in the 
pre-tax earnings of the Aviation 
Aftermarket Group and an 83 
per cent rise in the pre-tax 
earnings from motor freight 
over the depressed level 
of fiscal 1975. 

Fiscal 1977 net income was 
favorably influenced by the 
realization of $444,000 in 
investment tax credits, up from 
the $88,000 of a year ago. Total 
capital expenditures in fiscal 
1977 amounted to $6,154,870 
compared to $3,012,883 in 
fiscal 1976. On the other hand, 
the Company’s DISC tax benefit 
in fiscal 1977 was $66,000, 
compared with the $321,000 of 
fiscal 1976. The Company’s 


Revenues and Income By Quarter 

(Unaudited) 


Fiscal Year 
and 

Quarter 

Net Sales 
and 

Revenues 

Net 

Income 

Per 

Share 

1976 

First. 

. .. . $22,599,879 

$ 825,901 

$.20 

Second . 

23,003,996 

757,560 

.18 

Third . 

24,879,940 

785,990 

.19 

Fourth . 

27,065,494 

1,472,560 

.36 

1977 

First . 

. ... $24,918,837 

$ 892,748 

$.22 

Second . 

26,071,162 

861,549 

.21 

Third . 

33,927,107 

902,865 

.22 

Fourth . 

. .. . 37,902,766 

1,564,351 

.39 
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Through its Products for Industry Group, Banner is an important supplier 
of (photos left to right and down) fasteners, including these “nuclear” 
fasteners, industrial, tunneling and mining locomotives such as those 
shown being built at the Plymouth Locomotive Works, heavy duty industrial 
lift trucks, turbines, intensive mixers, wave soldering and elect ronics 
component assembly tools and extruders. The photo 
on this page shows a horizontal split case pump, 

In fiscal 1977, Products for Industry was respon- _ , 

sible for 24 per cent of Company revenues and / v ... 

51 per cent of pre-tax income. Approximately 

34 per cent of the Group’s revenues was derived 

from energy-related products such as the 

“nuclear” fasteners, mining locomotives, extruders 

used to manufacture ceramic insulators and 

turbines. International sales also account /*““ "" 

for a sizable segment of the Group’s ' 

volume as does the sale of 

replacement parts. 
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effective tax rate in fiscal 1977 
was 44.5 per cent compared to 
45.6 per cent in fiscal 1976. 

Purchase of Commercial 
Lovelace rolling stock, which 
constituted a major portion 
of fiscal 1977 capital expen¬ 
ditures, and purchase of 
Lovelace were accomplished 
with funds available from a 
$15,000,000 revolving bank line 
of credit, and resulted in an 
increase in long-term debt from 
$17,289,789 at fiscal 1976 
year-end to $23,499,236 as of 
June 30,1977. We recently 
completed negotations with 
two life insurance companies 
for a $16,000,000, 15-year loan, 
the proceeds of which will be 
used to reduce existing borrow¬ 
ings and for working capital. 

Despite increased borrowing 
in fiscal 1977, interest charges 
amounted to $1,697,385, up 11 
per cent over the $1,525,614 
of fiscal 1976 and only three 
per cent greater than the 


Total Capitalization 

Millions of Dollars 



$1,643,420 of fiscal 1975, 
reflecting a generally lower 
cost of money in fiscal 1977. 
Largely as a result of the 
acquisition of Lovelace, depre¬ 
ciation and amortization 
charges in fiscal 1977 rose to 
$3,332,336, up from the 
$2,691,259 of fiscal 1976 and 
the $2,632,434 of fiscal 1975. 

Reflecting the increase in 
revenues, cost of sales and 
operating expenses rose 29 
per cent in fiscal 1977. As a 
percentage of revenues, this 
category of expenses was 79.6 
per cent, comparable to the 
77.8 to 80.4 per cent range of 
the preceding three years. 

Selling and administrative 
expenses in fiscal 1977, totaling 
$15,715,011, were 12.8 per cent 
of revenues. This compares 
with $13,090,449 and 13.4 
per cent in fiscal 1976 and 
$11,200,230 and 12.0 per cent 
in fiscal 1975. The dollar 
increase in fiscal 1977 is 
attributable to additional costs 
associated with operation of 
Commercial Lovelace for 
six months. 
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Summary of Operations and Financial Data 

Management’s discussion and analysis of the Summary of Operations is 
incorporated in the sections entitled “To Our Stockholderswhich begins on 
page two, and "Banner Industries — 7977" which begins on page seven. 

Year Ended June 30 

1977 

1976 

Consolidated Summary of Operations 

Net Sales and Revenues. 

. . $122,819,872 

$97,549,309 

Costs and Expenses: 

Cost of Sales & Operating Expenses 

97,805,963 

75,871,235 i 

Selling and Administrative. 

15,715,011 

13,090,449 1 

Interest Expense. 

1,697,385 

1,525,614 


115,218,359 

90,487,298 

Income From Continuing Operations 
Before Taxes on Income and 
Extraordinary Items . 

7,601,513 

7,062,011 

Provision for Taxes on Income. 

3,380,000 

3,220,000 

Income From Continuing Operations 
Before Extraordinary Items. 

4,221,513 

3,842,011 

Income (Loss) From Discontinued 
Operations (Net of Taxes). 

_ 

— 

Income Before Extraordinary Items .. 

4,221,513 

3,842,011 

Extraordinary (Charges) Credits. 


— 

Net Income . 

. . $ 4,221,513 

$ 3,842,011 

Per Share and Share Equivalents: 
Income From Continuing Operations 

.. $ 1.04 

$ .93 

Income (Loss) From Discontinued 
Operations . 


_ 

Income (Loss) From Extraordinary 
Items . 

__ 

_ 

Net Income . 

. . $ 1.04 

$ .93 

Dividends Per Share. 

. . $ .08 

$ .06 

Average Shares and Share Equivalents 

4,066,981 

4,143,400 

Other Financial Data 

Current Assets. 

. . $ 45,890,644 

$36,537,730 

Current Liabilities. 

24,869,731 

15,913,151 

Working Capital . 

21,020,913 

20,624,579 

Current Ratio. 

1.8 to 1 

2.3 to 1 

Property, Plant, Equipment — Net . .. 

. . $ 24,318,282 

$18,339,609 

Long-Term Debt . 

23,499,236 

17,289,789 

Stockholders’ Equity . 

26,669,868 

23,286,833 

Per Share . 

6.66 

5.67 

Income From Continuing Operations 
Before Extraordinary Items as a 
Percentage of Stockholders’ Equity . 

16.9% 

17.8% 4 

Income From Continuing Operations 
Before Extraordinary Items as a 
Percentage of Sales and Revenues . 

3.4% 

| 

3.9% ' 

Depreciation and Amortization . 

.. $ 3,332,336 

$ 2,691,259 
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1975 

1974 

1973 

1972 

1971 

1970 

1969 

1968 

$93,553,902 

$86,492,020 

$69,167,897 

$56,383,169 

$47,409,691 

$46,375,274 

$29,086,343 

$14,532,931 

74,537,360 

11,200,230 

1,643,420 

87,381,010 

69,508,531 

9,472,853 

1,410,285 

80,391,669 

54,974,820 

7,913,231 

1,103,002 

63,991,053 

44,054,770 

6,301,563 

877,386 

51,233,719 

38,213,389 

5,033,749 

1,305,981 

44,553,119 

37,540,825 

5,383,106 

1,670,442 

44,594,373 

23,908,155 
3,060,732 
541,673 
27,510,560 

10,471,682 

2,265,759 

(187,394) 

12,550,047 

6,172,892 

2,699,000 

6,100,351 

2,800,000 

5,176,844 

2,384,000 

5,149,450 

2,294,000 

2,856,572 

1,309,000 

1,780,901 

878,000 

1,575,783 
790,000 

1,982,884 

975,000 

3,473,892 

3,300,351 

2,792,844 

2,855,450 

1,547,572 

902,901 

785,783 

1,007,884 

21,206 

3,495,098 

(374,610) 

2,925,741 

(118,944) 

2,673,900 

(548,104) 

2,307,346 

(764,920) 

782,652 

(514,465) 

388,436 

392,000 

(525,160) 

260,623 

(178,498) 

(167,282) 

840,602 

253,000 

$ 3,495,098 

$ 2,925,741 

$ 2,673,900 

$ 2,307,346 

$ 782,652 

$ 780,436 

$ 82,125 

$ 1,093,602 

$ .82 

$ .76 

$ .62 

$ .62 

$ .35 

$ .20 

$ .18 

$ .24 

.01 

(08) 

(.02) 

(.12) 

(•17) 

(.11) 

(.12) 

(04) 

— 

— 

— 

— 

— 

.09 

(.04) 

.06 

$ .83 

$ .68 

$ .60 

$ .50 

$ .18 

$ .18 

$ .02 

$ .26 

$ .04 

4,233,632 

$ .03 

4,319,236 

$ .02 
4,476,803 

j _ 

4,628,601 

$ 

4,434,421 

$ — 
4,434,421 

$ 

4,259,910 

$ — 
4,193,893 

$32,311,942 
15,362,701 
16,949,241 
2.1 to 1 
$17,881,801 
16,473,157 
20,003,512 
4.79 

$30,992,697 

22,686,308 

8,306,389 

1.4 to 1 
$18,519,284 
11,971,736 
16,842,598 
3.97 

$23,831,689 
15,640,398 
8,191,291 

1.5 to 1 
$15,543,810 
10,873,636 
14,366,536 
3.31 

$27,887,851 

18,996,635 

8,891,216 

1.5 to 1 
$16,818,179 
15,372,646 
12,505,095 
2.81 

$18,545,069 

11,918,516 

6,626,553 

1.6 to 1 
$13,741,081 
12,539,659 
10,110,677 
2.28 

$18,686,293 
12,296,710 
6,389,583 
1.5 to 1 
$17,230,263 
16,727,052 
9,328,025 
2.10 

$20,398,929 

13,944,309 

6,454,620 

1.5 to 1 
$18,224,450 
19,504,798 
7,901,770 
1.78 

$14,387,481 

7,369,947 

7,017,534 

1.9 to 1 
$ 3,561,736 
5,868,715 
6,057,996 
1.44 

' 18.9% 

21.1% 

20.8% 

25.3% 

15.9% 

10.5% 

11.3% 

16.1% 

’ 3.7% 

$ 2,632,434 

3.8% 

$ 2,254,767 

4.0% 

$ 2,370,065 

5.1% 

$ 2,399,207 

3.3% 

$ 2,207,003 

1.9% 

$ 2,412,192 

2.7% 

$ 1,386,187 

6.9% 

$ 485,576 
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Consolidated Balance Sheets 

Banner Industries, Inc. and Subsidiaries 
June 30,1977 and 1976 


1977 _1976 

Assets 

CURRENT ASSETS: 

Cash. $ 5,547,331 $ 3,556,369 

Marketable securities, at cost. — 1,586,728 

Receivables, less allowance for doubtful accounts of 

$523,229 in 1977 and $259,657 in 1976 . 17,712,432 13,035,460 

Inventories, at lower of cost (first-in, first-out) or market. 19,873,978 16,314,945 

Prepaid expenses, etc. 2,756,903 2,044,228 

Total current assets. $45,890,644 $36,537,730 

PROPERTY, PLANT AND EQUIPMENT, at cost (Notes 1, 3 and 7): $53,481,962 $38,698,776 

Less — Accumulated depreciation and amortization. 29,163,680 20,359,167 

$24,318,282 $18,339,609 

OTHER ASSETS: 

Transportation operating rights (Note 1). $ 6,128,724 $ 3,029,859 

Cost in excess of net assets of purchased businesses (Note 1).. 2,636,259 2,670,516 

Other. 949,296 1,178,652 

$ 9,714,279 $ 6,879,027 

$79,923,205 $61,756,366 

Liabilities and Stockholders’ Equity 

CURRENT LIABILITIES: 

Short-term notes payable (Note 3). $ 1,050,973 $ 537,459 

Current maturities of long-term debt. 3,635,831 832,686 

Accounts payable. 11,107,080 7,222,711 

Accrued salaries and wages. 4,106,746 2,766,661 

Other accrued expenses. 3,593,703 2,700,370 

Accrued taxes on income (Note 8). 1,375,398 1,853,264 

Total current liabilities. $24,869,731 $15,913,151 

LONG-TERM DEBT AND OTHER (Notes 3 and 8): 

Long-term debt (less current maturities above). $23,499,236 $17,289,789 

Deferred Federal income taxes. 4,356,701 4,443,623 

Other deferred credits. 527,669 822,970 


COMMITMENTS AND CONTINGENT LIABILITIES - ----- 

(Notes 1, 6 and 9). 

STOCKHOLDERS' EQUITY (Notes 3 and 4): 

Common stock, 10 cents par value, authorized 12,000,000 

shares, issued 4,507,072 in 1977 and 4,504,572 in 1976 _ $ 450,707 $ 450,457 

Paid-in capital. 5,748,632 5,741,382 

Retained earnings. 22,509,612 18,611,360 


Less—Treasury stock (502,208 shares in 1977 
and 403,766 in 1976), at cost. 2,039,083 1,516,366 

$26,669,868 $23,286,833 

$79,923,205 $61,756,366 

The accompanying Notes to Consolidated Financial Statements are an integral part of these balance sheets. 
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Consolidated Statements of Income 

Banner Industries, Inc. and Subsidiaries 
For the Years Ended June 30,1977 and 1976 




1977 

1976 

NET SALES AND REVENUES. 

. $122,819,872 

$97,549,309 

COSTS AND EXPENSES: 




Cost of sales and operating expenses. 

. $ 97,805,963 

$75,871,235 

Selling and administrative expenses. 


15,715,011 

13,090,449 

Interest expense. 


1,697,385 

1,525,614 


$115,218,359 

$90,487,298 

INCOME BEFORE TAXES ON INCOME. 

. $ 

7,601,513 

$ 7,062,011 

PROVISION FOR TAXES ON INCOME (Note 8): 




Current. 


3,160,000 

$ 3,067,000 

Deferred . 


220,000 

153,000 


$ 

3,380,000 

$ 3,220,000 

NET INCOME . 

$ 

4,221,513 

$ 3,842,011 

NET INCOME PER COMMON AND COMMON SHARE 


EQUIVALENT (Note 5) . 


$1.04 

$.93 


Consolidated Statements of Stockholders’ Equity 

Banner Industries, Inc. and Subsidiaries 
For the Years Ended June 30,1977 and 1976 


Common Paid-in Retained Treasury 

Stock Capital Earnings Stock 


BALANCE, JUNE 30, 1975 . 

Net income. 

Cash dividends — 6 cents per share .. 
Acquisition of 77,308 shares at cost ... 
Shares issued in settlement of 
contingent share liability. 

BALANCE, JUNE 30, 1976 . 

Net income. 

Cash dividends — 8 cents per share .. 
Acquisition of 98,442 shares at cost ... 
Shares issued in connection with 
Qualified Stock Option Plan. 

BALANCE, JUNE 30, 1977 . 


$449,457 

1,000 

$5,742,382 

(1,000) 

$15,017,435 

3,842,011 

(248,086) 

$(1,205,762) 

(310,604) 

$450,457 

$5,741,382 

$18,611,360 

$(1,516,366) 

— 

— 

4,221,513 

— 

— 

— 

(323,261) 

— 

— 

— 

— 

(522,717) 

250 

7,250 

— 

— 

$450,707 

$5,748,632 

$22,509,612 

$(2,039,083) 


The accompanying Notes to Consolidated Financial Statements are an integral part of these statements. 
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Consolidated Statements of Changes in Financial Position 


Banner Industries, Inc. and Subsidiaries 
For the Years Ended June 30,1977 and 1976 


SOURCE OF FUNDS: 

Net income. 

Add — items not requiring the current outlay of working capital: 

Depreciation and amortization. 

Increase in deferred Federal income taxes.. 

Funds provided from operations. 

Long-term borrowings. 

Working capital of operating unit acquired (Note 2). 

Total funds provided. 

APPLICATION OF FUNDS: 

Cost of operating unit acquired (Note 2). 

Purchase of fixed assets, net. 

Reductions of long-term debt. 

Payment of Federal income tax deficiencies. 

Purchase of common stock for treasury. 

Cash dividends . 

Other, net. 

Total funds applied. 

INCREASE IN WORKING CAPITAL. 

CHANGES WHICH RESULTED IN WORKING CAPITAL INCREASE 
(DECREASE): 

Cash and marketable securities. 

Receivables . 

Inventories . 

Short-term notes payable and current maturities 

of long-term debt. 

Accounts payable. 

Accrued taxes on income. 

Other . 

INCREASE IN WORKING CAPITAL. 


1977 


$ 4,221,513 

3,332,336 
220,000 
$ 7,773,849 
12,079,800 
1,888,066 
$21,741,715 

$ 7,493,573 
6,154,870 
5,922,369 
623,944 
522,717 
323,261 
304,647 
$21,345,381 

$ 396,334 


$ 404,234 

4,676,972 
3,559,033 

(3,316,659) 

(3,884,369) 

477,866 

(1,520,743) 

$ 396,334 


1976 


$ 3,842,011 

2,691,259 
153,000 
$ 6,686,270 
2,045,000 


$ 8,731,270 


$ — 
3,012,883 
1,228,368 

310,604 
248,086 
255,991 
$ 5,055,932 

$ 3,675,338 


$ 1,857,578 
2,114,709 
480,238 

868,658 

(647,317) 

(329,857) 

(668,671 ) 

$ 3,675,338 


The accompanying Notes to Consolidated Financial Statements are an integral part of these statements. 


16 





























































Notes to Consolidated Financial Statements 

June 30, 1977 and 1976 


1. Summary of Significant Accounting Policies: 

Principles of Consolidation. The accompanying consoli¬ 
dated financial statements include the accounts of 
the Company and its subsidiaries, all of which are wholly 
owned. All significant intercompany accounts and 
transactions have been eliminated. 

Depreciation and Amortization. The policy of the 
Company and its subsidiaries is to provide for depreciation 
and amortization of property, plant and equipment, 
principally by the straight-line method, at annual rates 
sufficient to amortize the cost of the assets during 
their estimated useful lives. The principal rates 
of depreciation are: 


Buildings and improvements . 3-10% 

Transportation equipment. 11-33% 

Machinery and equipment. 6-25% 


The amounts included in the accompanying consoli¬ 
dated balance sheets as "Transportation operating rights" 
and “Cost in excess of net assets of purchased 
businesses” recorded prior to November, 1970, are not 
being amortized since, in the opinion of management, 
there has been no diminution in the value of these assets. 
"Transportation operating rights" and "Cost in excess 
of net assets of purchased businesses" recorded 
subsequent to November, 1970, are being amortized over 
40-year periods. 

Pensions. The Company has pension plans covering 
the majority of its employees. Total pension expense, 
which includes amortization of prior year service costs 
over thirty to forty years, was approximately $2,840,000 
in 1977 and $2,092,500 in 1976. The Company's general 
policy is to fund pension costs accrued. At June 30, 

1977, for the plans in which the actuarial values of vested 
benefits exceeded the assets of pension funds and 
amounts accrued, such excess amounted to approximately 
$1,270,000. The estimated unfunded prior service 
cost not accrued in the accompanying consolidated 
balance sheet was approximately $2,412,000 as of 
June 30,1977. The Company is in the process of amending 
and restating its pension plans so as to be in 
compliance with the provisions of the Employee Retire¬ 
ment Income Security Act (ERISA). 

Translation of Financial Statements. Financial state¬ 
ments of foreign subsidiaries are translated into 
United States dollar equivalents as follows: current assets, 
current liabilities, and long-term debt at year-end 
exchange rates, property, plant and equipment at 
historical rates prevailing at dates of transactions, and 
income and expense at weighted average rates in effect 
during the year, except that depreciation charges are 
translated at exchange rates prevailing when the related 
assets were acquired. There have been no significant 
adjustments arising from translation in either year. 

Investment Tax Credit. The policy of the Company is to 
credit to income, by a reduction in the provision for 
Federal income taxes, an amount equal to the investment 
tax credits. These credits amounted to approximately 
$444,000 in 1977 and $88,000 in 1976. 


2. Acquisition: 

On January 3, 1977, the Company’s Commercial Motor 
Freight, Inc. ("Commercial”) subsidiary completed 
the acquisition of Lovelace Truck Service, Inc. 
("Lovelace") pursuant to an October, 1975, purchase 
agreement. In accordance with the terms of the 
agreement, Commercial paid $7,000,000 plus interest at 
the rate of 3% per annum to the selling shareholders. 

The Lovelace and Commercial operations were merged 
into a single operating unit, Commercial Lovelace 
Motor Freight, Inc., as of January 3, 1977. 

Unaudited pro forma results of operations reflecting 
the operations of the Company as though Lovelace had 
been combined as of July 1, 1975, are presented below: 

Twelve Months Ended June 30, 
1977 1976 

Sales and revenues. $136,290,000 $120,944,000 

Net income . $ 4,647,000 $ 4,572,000 

Net income per common and 

common share equivalent. $1.14 $1.10 


3. Notes Payable and Long-Term Debt: 

At June 30, 1977 and 1976, notes payable and long-term 
debt consisted of the following: 



Interest Rates 
June 30, 1977 

1977 

1976 

Short-term notes 





payable. 

6 3 /4% - 

9V4 % 

$ 1,050,973 

$ 537,459 

Revolving credit loan .. 


7V4 % 

$15,000,000 

$ 6,400,000 

Senior notes payable .. 


9 5 /s% 

3,000,000 

3,000,000 

Mortgage notes payable 

6% - 

9V 2 % 

3,803,389 

4,174,484 

Other notes payable .. 

2 3 /4% - 

14 Va % 

2,470,842 

1,550,694 

Capitalized leases .... 

5V 2 % - 

8% 

2,860,836 

2,997,297 




$27,135,067 

$18,122,475 

Less—Current maturities . 


(3,635,831) 

(832,686) 

Net long-term debt .... 



$23,499,236 

$17,289,789 


At June 30, 1977, the Company had unused short-term 
bank lines of credit aggregating $3,450,000. The lines 
of credit are subject to cancellation upon notice by the 
bank or the Company. There are informal compensating 
balance requirements related to these lines of credit; 
however, no cash balances are subject to withdrawal 
restrictions under these requirements. 

At June 30, 1977, the average interest rate on total 
short-term borrowings was 7.3%. The maximum month- 
end balance of total short-term borrowings during 
the year was $1,050,973 at June 30, 1977. The average 
short-term borrowings during the year approximated 
$828,000 at an average interest rate of 8.0%. 

As of June 30, 1976, the Company modified its 
revolving credit agreement with a group of banks, whereby 
its initial credit availability of $13,000,000 was extended 
to $15,000,000 with semiannual reductions commencing 
December 31, 1977 through 1982. Borrowings under 
this agreement ($15,000,000 at June 30, 1977) bear 
interest at Vz % over the prime rate during the first three 
years and %% over the prime rate thereafter. In addition, 
the Company pays a commitment fee of Vz of 1 % on 
the daily unused portion of the line. The Company at its 
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option may make prepayments and reduce the loan 
commitment without penalty. 

The $3,000,000 senior notes issued in 1975 bear interest 
at 9 5 /s% and require mandatory sinking fund payments 
beginning in 1978 to retire the debt at maturity in 1992. 

The Company has financed the construction of 
various manufacturing and terminal facilities with Industrial 
Revenue Bonds bearing interest at effective annual 
interest rates of 514% to 8%. In accordance with the 
various lease agreements the Company may purchase 
the facilities for nominal amounts at the end of the lease 
terms. Accordingly, these transactions have been 
treated as purchases for financial statement purposes, 
with the related lease commitments recorded as 
long-term obligations. 

Under the most restrictive of the above loan agreements, 
consolidated working capital must not be less than 
$15,000,000; consolidated working capital ratio must be 
at least 1.5 to 1; and the ratio of total liabilities to 
tangible net worth, as defined, must not exceed 2.25 to 1 
through December 31, 1977 and 2.0 to 1 through 
December 31, 1982. In addition, consolidated retained 
earnings of the Company available for capital 
distribution (cash dividends and purchase of its own 
shares) is limited to the sum of $250,000 plus 25% 
of consolidated net income since July 1, 1974. As of June 
30, 1977, retained earnings of approximately $1,400,000 
were not restricted as to capital distributions. 

Principal payments on long-term debt obligations are 
as follows: $3,082,373 for 1979; $2,889,608 for 1980; 
$3,212,841 for 1981; $3,357,424 for 1982 and $10,956,990 
thereafter. 

The Company has an agreement in principle with two 
institutional lenders for a new 15-year, $16,000,000 
unsecured loan, to bear interest at 9.98% per annum. 
The proceeds of this loan will be used primarily to 
retire the outstanding revolving credit loan. 

4. Options and Warrants: 

Under a Qualified Stock Option Plan approved by the 
stockholders, options for shares of common stock, 
up to a maximum of 50,000 shares, may be granted to 
certain officers and key employees of the Company. 

The option price shall not be less than the fair market 
value of the stock at the date of grant and options 
become exercisable one year from the date of grant and 
terminate not later than five years from the date of grant. 

Transactions related to the stock option plan for the 
year ended June 30, 1977, are summarized as follows: 

Price Per 



Shares 

Share 

Outstanding, beginning of period. 

Granted . 

Exercised. 

Cancelled . 

... 20,513 

$3.00 - $6.00 
$4.87 
$3.00 
$5.25 - $6.00 


19,300 


Outstanding, end of period: 

Exercisable . 

Unexercisable. 

.... 7,150 

$3.00 - $4.00 
$4.87 


19,300 


Available for grant at end of period. 

.... 22,037 



In connection with a 1972 acquisition, the Company has 
warrants outstanding for the purchase of 163,749 
common shares which are exercisable at $13 per share 
through June 30, 1978. None of these warrants have 
been exercised. 

5. Earnings per Share: 

Earnings per share have been computed in accordance 
with Opinion 15 of the Accounting Principles Board and 
are based on the weighted average number of common 
and common share equivalents outstanding during each 
period (4,066,981 in 1977 and 4,143,400 in'l976). 

6. Leases: 

The Company leases various facilities and transpor¬ 
tation equipment which require minimum rental payments 
as follows: 



Total 

Noncapitalized 

Financing 

Leases 

Operating 

Leases 

1978 . 

. $ 1,731,000 

$ 1,281,000 

$ 450,000 

1979 . 

. 1,479,000 

1,193,000 

286,000 

1980 . 

. 1,322,000 

1,105,000 

217,000 

1981 . 

. 1,054,000 

971,000 

83,000 

1982 . 

. 900,000 

850,000 

50,000 

1983-1987 . 

. 3,992,000 

3,883,000 

109,000 

1988-1992 . 

. 3,866,000 

3,866,000 

_ 

1993-1997 . 

. 936,000 

936,000 

— 


$15,280,000 

$14,085,000 

$1,195,000 


The present value of the minimum rental commitments 
on noncapitalized financing leases at June 30, 1977 
and 1976 is as follows: 


Assets Leased 

1977 

1976 

Real estate . 

Transportation equipment . 

Machinery and equipment . 

. $7,880,000 

. 270,000 

. 555,000 

$8,705,000 

$4,190,000 

500,000 

600,000 

$5,290,000 


The above present values were determined using the 
effective dates of the leases and interest rates specified 
in such leases or in effect on such date. Interest rates used 
ranged from 5% to 13.5% and averaged 6.8%. 

If the financing leases were capitalized, and if applicable 
straight-line depreciation and imputed interest were 
substituted for rentals, there would be no significant effect 
on income in either year. 

Rental payments charged to income were $1,625,000 
in 1977 and $1,346,000 in 1976. Included in net rental 
expense is $1,190,000 and $930,000 for 1977 and 1976, 
respectively, relating to noncapitalized financing leases. 
Rentals from subleases are not significant. 


7. Property, Plant and Equipment: 

Property, plant and equipment at June 30, 1977 and 
1976, consisted of the following: 



1977 

1976 

Land. 

Buildings and improvements. 

Transportation equipment. 

Machinery and equipment. 

. 11,900,225 

. 28,431,894 

. 10,477,485 

$53,481,962 

$ 2,630,990 
11,247,899 
15,317,469 
9,502,418 
$38,698,776 


Maintenance and repair expenditures are charged to 
income. Expenditures for betterments and major renewals 
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are capitalized. The carrying amounts of assets which 
are sold or retired and related accumulated depreciation 
are removed from the accounts in the year of disposal 
and any resulting gain or loss is reflected in income. 


8. Federal Income Taxes: 


The consolidated Federal income tax provision in the 
accompanying consolidated statements of income differs 
from the statutory rate as follows: 


Income before taxes on income. 

Less — State income taxes. 

Income before Federal income taxes. 

Tax provision, at statutory rates. 

Investment tax credit . 

Tax reduction from Domestic 

International Sales Corporations. 

Other, net. 

Provision for Federal income taxes. 


1977 

1976 

$7,601,513 

$7,062,011 

(410,000) 

(420,000) 

$7,191,513 

$6,642,011 

$3,440,000 

$3,178,000 

(444,000) 

(88,000) 

(66,000) 

(321,000) 

40,000 

31,000 

$2,970,000 

$2,800,000 


Deferred tax expense results from timing differences 
in the recognition of income and expense for tax and 
financial statement purposes. The sources of these items 
are summarized as follows: 


Prepaid taxes and licenses. 

Accrued expenses. 

Valuation reserves. 

Depreciation . 

Deferred income of Domestic 
International Sales Corporations 
Other, net. 



1977 


1976 

s 

330,000 

$ 

6,000 


105,000 


(12,000) 


15,000 


45,000 


2,000 


185,000 


(270,000) 


(228,000) 


38,000 


157,000 

$ 

220,000 

$ 

153,000 


During 1977, the Company paid tax deficiencies relating 
to the years 1967 through 1971 of approximately $600,000 
plus interest. These taxes have been reflected as a 
charge against tax reserves provided in previous years. 


9. Litigation: 

A wholly-owned subsidiary of the Company is a 
defendant with other parties in a $35 million lawsuit 
claiming trademark infringement and unfair competition. 
In addition, the Company, or its subsidiaries, are 


defendants in several other actions. The amounts of 
liability, if any, in these actions were not determinable at 
June 30, 1977, but in the opinion of management 
the ultimate costs of the actions will not materially affect 
the operations or financial position of the Company. 


10. Quarterly Financial Data (unaudited): 

The following quarterly financial data have been pre¬ 
pared from the financial records of the Company without 
audit, and reflect all adjustments which are, in the opinion 
of management, necessary to a fair presentation of the 
results of operations of the interim periods presented. 


Quarter Ended 


In thousands of dollars 
except per share figures 

Sept. 30 
1976 

Dec. 31 
1976 

Mar. 31 
1977 

June 30 
1977 

Net sales and revenues .., 

... $24,919 

$26,071 

$33,927 

$37,903 

Income before taxes 
on income. 

1,683 

1,712 

1,718 

2,489 

Provision for taxes 
on income. 

790 

850 

815 

925 

Net income . 

... $ 893 

$ 862 

$ 903 

$ 1,564 

Net income per share ..., 

... $ .22 

$ .21 

$ .22 

$ .39 


The significant increases in sales and revenues in the 
quarters ended March 31 and June 30, 1977, resulted 
primarily from the acquisition of Lovelace Truck Service, 
Inc., completed January 3, 1977. Record cold weather 
and natural gas curtailments in January and February had 
an unfavorable impact on the third quarter operating 
results. The fourth quarter effective Federal income tax rate 
was reduced by significant investment tax credits 
on transportation equipment purchases. In the quarter 
ended June 30, 1977, the Company increased net income 
by $182,000 by an adjustment to a subsidiary’s gross 
profit on sales previously reported and decreased net 
income by $182,000 by expensing certain charges 
previously deferred, resulting in no net effect on fourth 
quarter consolidated net income. Had these adjustments 
been made in each of the preceding three quarters, 
the earnings per share as previously reported would have 
been unchanged. 


Auditors’ Report 


To the Stockholders and Board of Directors, 

Banner Industries, Inc.: 

We have examined the consolidated balance sheets 
of Banner Industries, Inc. (a Delaware corporation) 
and Subsidiaries as of June 30, 1977 and 1976, and the 
related consolidated statements of income, stockholders’ 
equity, and changes in financial position for the years 
then ended. Our examination was made in accordance 
with generally accepted auditing standards, and 
accordingly included such tests of the accounting records 
and such other auditing procedures as we considered 
necessary in the circumstances. 

In our opinion, the accompanying consolidated financial 
statements present fairly the financial position of Banner 


Industries, Inc. and Subsidiaries as of June 30, 1977 
and 1976, and the results of their operations and the 
changes in their financial position for the years then ended, 
in conformity with generally accepted accounting 
principles consistently applied during the periods. 


Arthur Andersen & Co. 


Cleveland, Ohio, 
August 26, 1977. 
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Directory of Products and Operations 

Corporate Staff Officers 

Samuel J. Krasney, Chairman, President and Chief Executive Officer 
David L. Burner, Vice President - Finance 
Sam Spector, Vice President - Corporate Development 
Robert F. Todd, Wee President 


Operation and Manager 

Location 

Products/Services 

Principal Markets 

Motor Freight 

Commercial Lovelace Motor 

Columbus, Ohio 

Regular route 

Operating authorities in 

Freight, Inc. 

Edwin C. Niemeyer 

614/239-6000 

motor carrier 

Pennsylvania, Ohio, West 
Virginia, Kentucky, Indiana, 
Illinois, Missouri and Kansas 

Products for Industry 

Acimet Manufacturing Corporation 
Gerald C. Forstner, Jr. 

Cleveland, Ohio 

216/692-2250 

Industrial fasteners 

Mining and earth moving 
equipment manufacturers, 
steel producers, construc¬ 
tion, conventional and 
nuclear power generation 
and transmission 

Dubie-Clark Company, Inc. 

Toccoa, Georgia 

Water and sewage 

Power plants, virtually any 

J. Keller Cheek 

404/886-2101 

pumps and metal 
fabrication 

type of fluid movement sys¬ 
tem and pollution control in 
industry and government 
agencies 

Plymouth Locomotive Works, Inc. 

Plymouth, Ohio 

Industrial, mining 

Material handling applica¬ 

Miles W. Christian 

419/687-4641 

and tunneling loco¬ 
motives, heavy duty 
industrial lift trucks 
and extrusion 
equipment 

tions in mining, industry and 
construction and manufac¬ 
turers of ceramic products 

Skinner Engine Company, Inc. 

Erie, Pennsylvania 

Turbines, intensive 

Rubber and plastics 

Russell L. Ward 

814/454-7103 

mixers and recipro¬ 
cating steam engines 

manufacturers, marine, 
industrial power applica¬ 
tions and refineries. 

Technical Devices Company, Inc. 
Melvin K. Allen 

Culver City, California 
213/870-3751 

Wave soldering and 
electronics compo¬ 
nent assembly tools 

Electronics manufacturers 

Aviation Aftermarket 

Adams Industries, Inc. 

Windsor Locks, Connecticut 

Aircraft fasteners, 

Aircraft engine and frame 

Gene Longo 

203/623-4454 

fittings and electrical 
and hydraulic sys¬ 
tems components 

manufacturers world-wide 

Bandenmarkt, N.V. 

Leen A. van’t Hof 

Antwerp, Belgium 

031/6426-89 

Distributor of 
agricultural 
implement tires 

European agriculture 

Banner Aircraft International, Inc. 

Burlingame, California 

Aircraft parts includ¬ 

Airlines and original 

Roger C. Cain 

415/697-8310 

ing air frame and 
structural compo¬ 
nents and engines 

equipment manufacturers 
world-wide 

Burbank Aircraft Supply, Inc. 

Sun Valley, California 

Aircraft hardware, 

Airlines and overhaul 

Leon J. Brenner 

213/767-8560 

fasteners, electrical 
and related items 

facilities world-wide 

P-R Fasteners, Inc. 

Long Beach, California 

Helical wire inserts, 

Airlines, aircraft original 

Floyd R. Thompson 

213/531-8702 

tools and kits, eye¬ 
lets and grommets 
and quarter-turn 
fasteners 

equipment manufacturers, 
automotive replacement 

Thompson Aircraft Tire 

Miami, Florida 

Retreaded and new 

Western Hemisphere based 

Corporation (U.S.) 

A. R. Hill 

305/592-3530 

Brentwood, New York 
516/273-0300 

South San Francisco, California 
415/589-3030 

Salina, Kansas 

913/825-7201 

aircraft tires 

airlines and U. S. Military 

Thompson Aircraft Tire 

Frameries (Hainaut), Belgium 

Retread and new 

Airlines outside Western 

Corporation (International) 

Arthur 1. Hitchen 

065/6637-61 

aircraft tires 

Hemisphere 
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Form 10-K 

A copy of the Company’s Form 10-K 
annual report, which is filed with 
the Securities and Exchange 
Commission, may be obtained by 
writing David L. Burner, Vice 
President - Finance, Banner 
Industries, Inc., 24500 Chagrin 
Boulevard, Cleveland, Ohio 44122. 

Annual Meeting 

The Banner Industries, Inc. Annual 
Meeting of Stockholders will be held 
November 17, 1977 at 2 p.m. at 
Stouffer's Somerset Inn, 

3550 Northfield Road, Cleveland, 
Ohio 44122. A formal notice of the 
meeting together with a proxy 
statement will be mailed to 
each stockholder. 

Robert F. Todd 

Chairman, Commercial Lovelace 
Motor Freight, Inc., (Motor Freight 
Subsidiary of Company) 

Corporate Secretary 

A. B. Glickman 

Ulmer, Berne, Laronge, Glickman & Curtis 

Independent Public Accountants 

Arthur Andersen & Co. 

Cleveland, Ohio 

General Counsel 

Ulmer, Berne, Laronge, Glickman & Curtis 
Cleveland, Ohio 

Stock Exchange Listing 

American Stock Exchange 
Ticker Symbol: BNR 

Transfer Agent & Registrar 

Union Commerce Bank 
Cleveland, Ohio 


Directors 

David L. Burner 
Vice President-Finance 

Gordon D. Colton 

Executive Vice President, Retired 

Banner Industries, Inc. 

Irving Z. Friedman 
Krasney, Polk & Friedman, 

Accountants 

Thomas R. Green 
Attorney-at-Law 

Samuel J. Krasney 

Chairman of the Board and 

Chief Executive Officer, President and Treasurer 

Robert L. Lewis 

Ulmer, Berne, Laronge, Glickman & Curtis, Attorneys 
Sol J. Roth 

President, Pierre's French Ice Cream Company 









Banner Industries, Inc. 

Corporate Offices: 

24500 Chagrin Boulevard 
Cleveland, Ohio 44122 
216/464-3650 






